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SUBJECT: TELEPHONE CONVERSATION WITH FRANK ZARB 

1 . FRANK ZARB HAS BEEN INFORMALLY TOUCHING BASE WITH 
DEP ASST SECY CFMEISSNER ON THE LAZARD FRERES/WARBURG/ 

KUHN LOEB CONSULTANCY EFFORTS WITH THE TURKISH GOVERNMENT. 
REPRESENTATIVES OF THESE THREE FINANCIAL HOUSES MET IN PARIS 
LAST WEEK TO PUT TOGETHER THEIR RECOMMENDATIONS ON TURKEY. 

THEY WILL BE MEETING IN ANKARA NEXT WEEK WITH THE TURKISH 
GOVERNMENT. 

2. ACCORDING TO ZARB THE ANALYSIS OF THE THREE HOUSES IS 
GLOOMY. THEY DO NOT EXPECT ANY QUICK TURN AROUND IN 
TURKISH EXPORTS. SECONDLY, THE IMPORT BILL HAS LITTLE ROOM 
FOR FLEXIBILITY. THE OIL BILL IS TOO HIGH AND CONVERSION 

TO COAL IS NOT POSSIBLE BECAUSE OF THE LACK OF CAPITAL. 

IT IS THE GROUPS CONCLUSION THAT TURKEY WILL NOT BE ABLE TO 
SERVICE ITS PRIVATE DEBT EVEN WITH PUBLIC DEBT RESCHEDULING 
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AND THAT A MORATORIUM MIGHT BE NECESSARY. 

3. ZARB SAID THEY ALSO HAD DISCUSSIONS WITH MORGAN 
GUARANTY AND CITICORP. THE BIG EIGHT CONSORTIUM STILT. 

BELIEVES THAT THEY CAN RAISE $300 TO $500 MILLION. ZARB 
HAD SOME DOUBT IN HIS VOICE. 
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4. WITHOUT PRESENTING ANY DETAILS, ZARB SAID THE CONSUL- 
TANTS WOULD PRESENT A TOUGH PLAN. HE ASKED WHETHER MEISSNER 
THOUGHT THE TURKISH GOVERNMENT WAS REALLY SERIOUS. MEISSNER 
REPLIED THAT HE THOUGHT THEY WERE MOVING FORWARD IN GOOD 
FAITH BUT THAT THE SERIOUSNESS OF THE SITUATION WAS NOT 
UNDERSTOOD OR APPRECIATED IN THE REALM OF DOMESTIC POLITICS. 
MEISSNER USED THE U.S. CONGRESS AND THE ADMINISTRATION'S 
ENERGY PROGRAM AS A SIMILAR EXAMPLE IN THE U.S. ZARB HAD 

NO TROUBLE GRASPING THE REFERENCE. 

5. ZARB MAY CONTACT THE EMBASSY WEDNESDAY AUGUST 9. HE 
DESIRED TO DINE WITH THE AMBASSADOR BUT HAS BEEN INFORMED 
THAT RON SPIERS WILL BE IN THE STATES ON HOME LEAVE. 

6. DISCUSSIONS WITH ZARB SHOULD NOT BE MENTIONED PUBLICLY. 
ZARB WILL CALL MEISSNER UPON HIS RETURN. VANCE 
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